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Title: Lesson 7 – Taxes and the Government (SS060107)

Abstract

In this lesson students explore taxes based on income, sales, and property. They discuss the reasons for and the differences between voluntary and involuntary taxes. After examining the reasons for a graduated tax, students explore ways in which the government acts as a producer and a consumer. They consider the importance of taxes to successful government and discuss the ways in which tax money is budgeted and spent.

Subject Area: Social Studies

Grade Level and Course Title: Sixth Grade/The Western World

Unit of Study: Exploring Roles in the Economy

Benchmark

· Describe different forms of taxation and their effects (IV.3.MS.4).

Key Concepts

market economy 

taxation 

taxes 

Instructional Resources

Equipment/Manipulative

Advertisements such as "We Pay the Sales Tax"

Election signs such as "Say Yes to Increase in Property Taxes"

Graph paper 

Hand-held calculator

Student Resource

Copy of a graduated IRS tax schedule for each student. Approximately five will be needed for groups of three students in half of the class.
Copy of a sales receipt for each student

Copies of the estimated tax on properties of different value from the local tax assessor. Approximately ten samples will be needed in each set and a set for groups of three students in half of the class.

Worksheet of ten hypothetical annual wages ranging from $25,000 to $125,000 with space to include anticipated taxes from the IRS tax schedule

Teacher Resource

“Lesson 4: What Are the Economic Functions of Government?” Economic Education Web. 2006. 5 June 2006 <http://ecedweb.unomaha.edu/lessons/fecga.htm>.
Internal Revenue Service. The Digital Daily. 5 June 2006 (Enter topics such as tax rates, teacher materials, tax schedule in the site search window for teacher and student reference materials.) <http://www.irs.gov/taxstats/index.html>.

Other

Goralewski, Sharon. Supplemental Materials (SS06010701.doc). Teacher-made material. Waterford, MI: Oakland Schools, 2006.

Sequence of Activities
1. Write the following phrase on the board or an overhead transparency and ask the students to think about it for a moment. 

“Taxation without Representation”

In a guided discussion, have the students apply their prior knowledge to put the phrase in historical context. Next, discuss the phrase and how the concept of taxes was used to further discontent among the American colonists. In the discussion, be certain to cite the representative system of government in the United States and the obligation of citizens to pay taxes.

2. In a guided discussion, define taxes, and taxation. Discuss definitions and judge whether the definitions apply to the taxes paid in earlier times, such as the 1700s, as well as today. End the discussion with the question: Why do governments collect taxes? List the reasons offered by the students on the board or on an overhead transparency. Definitions can be copied onto a transparency from Supplemental Materials (SS06010701.doc).
3. Write "Sales Tax" on the board. Distribute copies of several store receipts to the students that itemize the sales tax. Ask the students to point out and then circle the item on the receipt that is the sales tax. Explain that in Michigan a six percent tax is added to the price of many goods. Discuss with students how the amount of tax is determined. For example, ask students what the cost of a ten-dollar CD or game card would be with a six percent sales tax. The answer would be $10.00 x .06 =.60 or $10.60. There are some items that are not taxed in Michigan, but may be taxed in another state or country. Examples of items not taxed include food and prescription drugs. The state sales tax is determined by the legislature for each state, so some states charge a sales tax on food and prescription drugs. Discuss with students why Michigan does not have a tax on food and prescription drugs. Also, the percentage of sales tax varies from state to state since it is a state law that sets state taxes.

4. Explain that in Michigan the voters approved Proposal A. Proposal A raised the State sales tax rate from 4% to 6%, and dedicated the increased 2% to the State's educational fund. Discuss with students how this increase in the sales tax relates to the common good. Extend the discussion to consider how taxes in general affect the common good, one of the core democratic values.

5. Ask students if there are other types of taxes that people pay. Guide the discussion to identify two additional taxes: Income Tax and Property Tax. Make a T-chart on the board and list one of the taxes on the left top and the other on the right top. A copy of this chart can be found in Supplemental Materials (SS06010701.doc).  Beneath the tax on the T-chart list sources of taxes from income, property, and sales. For example, income taxes are paid on wages, salaries, dividends, interest, etc. This is distinct from the sales taxes paid on the money one earns that is then spent on clothing, cars, and gasoline (which includes a road tax in many states). Explain to students that income tax is paid based on the amount earned, and property tax is based on the value of the property a person owns. Property taxes are levied against corporations that own property as well. For example, people who live in apartments pay property taxes indirectly through their rent. The owners of the apartments or rental properties include the taxes as part of the total rent.

6. Divide the class into groups with three students in each group. Distribute the IRS tax schedule to one half of the groups and the tax assessor's guide or real estate advertisements that list annual property taxes to the other half of the class. Direct the students in the respective groups to study the relationship of personal income-to-income tax paid and the relationship between property value and taxes levied against real property.

7. Distribute a sheet of graph paper to each group and instruct them to graph the income and property values or income and property taxes. In order to do this, the students will need a sample of about ten incomes and ten real estate properties. The graphs should show that as income and property value increase, the amount of taxes also increases. Graph the relationship on an overhead transparency or on the board. Explain the relationship between income/property value and taxes paid as shown by the line on the graph. If this concept needs further clarification, then it may be presented on an overhead transparency or the board. Instruct the students to analyze and discuss in their group the line showing the relationship. Discuss also the relationships shown by the graphs as a class. 

8. Next, return to the T-Chart from Step 5. Discuss with the students that three major sources of tax revenue are sales, income and property taxes. Ask students to think of reasons why governments need money. Ask the students what the taxes pay for in our community, county, state and country. Use the T-Chart to develop lists similar to the following.



Income
 Tax


Property Tax


Sales Tax



Federal government

City, Township, County
State




armed forces


schools

    Education




govt. workers


services (water, sewer) 




assistance programs

local and county police



State government


fire protection




state police


roads and sidewalks




govt. workers



City government




city workers




streets




parks, recreation

Add other sales taxes to the chart.

Add other items as they are suggested by the students. A copy of this chart can be found in Supplemental Materials (SS06010701.doc).
Be certain to discuss with students some of the goods and services for which governments act as consumers. For example, governments purchase concrete for highways and books for libraries. Discuss why the governments consume such goods and services. Guide the discussion so that students recognize that governments act as consumers for the common good. Have students identify some goods or services that governments provide to people in the interest of the common good such as police service, fire service, parks, libraries, etc.

9. Ask students to define voluntary and involuntary? Discuss how those terms apply to taxes. Explain that some taxes are voluntary and others are involuntary. For example, there is an item you would like to buy for $2.00. The sales tax in Michigan will be 12 cents. The consumer has a choice whether to pay the tax because they have the choice to buy or not buy the item.  Do you still have to pay the tax if you do not buy the item? No. It is a voluntary tax that you agree to pay when you spend money. However, you hope to have a job in the future that pays $50,000.00 per year. Your employer withholds $214.26 from each biweekly paycheck for income tax. Is it voluntary? No. Everyone who earns above a specified level of income must pay income tax. Everyone who owns real property, such as a house, farmland, vacant lot, etc. must pay taxes on the assessed value of the property.

Assessment

As a performance assessment, students complete the following chart by checking off the appropriate boxes. A copy of this chart can be found Supplemental Materials (SS06010701.doc).
Taxes, Taxes, Taxes
	Tax


	Voluntary
	Involuntary
	Federal


	State
	City
	How taxes are used



	Sales
	
	
	
	
	
	

	Property
	
	
	
	
	
	

	Income
	
	
	
	
	
	


Application Beyond School

Students often experience taxes. Have them keep track of any spending they do over the next week by keeping sales receipts. At the end of the week, add up what the entire class has spent in taxes. Discuss how tax revenues increase as more people participate as taxpayers. Discuss with parents why political issues in the city council, state legislature and Congress often involve taxes.

Connections

English Language Arts

Students use their language and writing skills to classify taxes and describe their uses.

Mathematics

Students use their math skills to compare graduated income taxes and taxes based on property value.

Students learn the practical applications of percentages.
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